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OATH OR AFFIRMATION

Craig Bauer swear or affirm that to the best of

my knowledge and belief the accompanying financial statements and supporting schedules pertaining to the firm of

JAG Trading LLC as of December 31 2011

are true and correct further swear or affirm that neither the company nor any partner proprietor principal officer or

director has any proprietary interest in any account classified solely as that of customer except as follows

Notary Public

This report contains check all applicable boxes

Facing page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1

and the Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to

methods of consolidation

An Oath of Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the

previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e

Managing Member

Title

SEC 1410 3-91
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Robert Cooper Company CPA PC
141 Jackson Blvd Suite 3100

Chicago Illinois 60604

312-322-2238

Facsimile 312-698-8722

Report of Independent Registered Public Accounting Firm

The Board of Directors and Member

JAG Trading L.L.C

We have audited the accompanying statement of financial condition of JAG Trading L.L.C

The Company as of December 31 2011 This statement of financial condition is the

responsibility of the Companys management Our responsibility is to express an opinion on the

statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the statement of financial condition is free of material misstatement We were not

engaged to perform an audit of the Companys internal control over financial reporting Our

audit included consideration of internal control over financial reporting as basis for designing

audit procedures that are appropriate in the circumstances but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition

assessing the accounting principles used and significant estimates made by management and

evaluating the overall financial statement presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the statement of financial condition referred to above present fairly in all

material respects the financial position of the Company at December 31 2011 in conformity

with U.S generally accepted accounting principles

Our audit was conducted for the purpose of forming an opinion on the basic statement of

financial condition taken as whole The accompanying supplemental information is presented

for purposes of additional analysis and is not required part of the basic statement of financial

condition but is supplementary information required by Rule 7a-5 under the Securities

Exchange Act of 1934 and Regulation 1.10 of the Commodity Futures Trading Commission

Such information has been subjected to the auditing procedures applied in our audit of the basic

statement of financial condition and in our opinion is fairly stated in all material respects in

relation to the basic statement of financial condition taken as whole

Chicago Illinois

February 24 2012



JAG Trading LLC

Statement of Financial Condition

December 31 2011

As sets

Cash

Receivables from broker dealer

Securities own at fhir value

Options owned at fair value

Accrued interst and dividend income

Other Assets

Total Assets

Liabifities and Member Equity

Liabilities

Securities sold net yet purchased at lair value

Options sold not yet purchased

Total Securities sold net yet purchased at fair value

Accrued expenses

The accompanying notes to the financial statements are an integral part
of this statement

54369

12924450

160284062

666830

69902

10000

174009613

Member equity

142939052

2163815

151102867

22499

151125366

22884247

174009613Total liability and Member Equity



JAGTrading LLC

Statement of Operations

For the year ended December 31 2011

Trading revenue net of comniisiions

Futures trading net of commissions

Commissions

Interst and dividend income

Other income

Interest expense

Commissions dealers

Negative rebate
espense

regulatory fees

Brokerage costs

1Dividends
paid

Other operating expenses

The accompanying notes to the financial statements are an integral part of this statement

is 4739761

166898

14882829

20838

19810326

5910478

412092

2784346

69370

6647

6114405

436z759

Net income

19662097

148229



JAG Trading LLC

Statement of Changes in Members Equity

For the year ended December31 2011

Members equity at Januaiy 2011

Capital withdraws net

Net Income from operations

26354183

3628165

148229

Members equity at December 31 2011 22874247

The accompanying notes to the financial statements are an integral part of this statement



JAG Trading LLC

Statement of Cash Flows

Forthe yearended December31 2011

Cash flows from operating activities

net income from operations 148229

Adjustments to reconcile net income to net cash used in operating activities

Increase in marketable securities 74176790

Increase in due to clearing firm

Increase in open trade equity

Increase in dividend receivable 56464

Increase in securities sold net yet purchased 73288613

Increase in dividend and interest payable 6511

Increase in accrued liabilities 2000

Net cash used in operating activities 3658484

Cash flows from investing activities

Net cash used in investing activities

Cash flows from financing activities

Capital contributions net 3616165

Net cash provided by financing activities 3616165

Net increase in cash and cash equivalents 4219

Cash and cash equivalents beginning of the year 12050

Cash and cash equivalents end of the year 54369

Interest paid during 2011 5928220

The accompanying notes to the financial statements are an integral part of this statement



JAG Trading L.L.C

Delaware limited liability company

Notes to the Financial Statements

December 31 2011

Note Nature of Business and Significant Accounting Policies

JAG Trading L.L.C the Company Delaware limited liability company was formed on June

2001 The business of the Company is to engage in the speculative trading of equities index options

futures and options thereon for its own account on organized exchanges in the United States of America

The Company is registered as broker-dealer with the Securities and Exchange Commission SECand

is member of the Chicago Stock Exchange CSX The Company is exempt from certain filing

requirements under Rule 5c3- a6 of the SEC since the Company does not trade on behalf of

customers effects transactions only with other broker-dealers does not affect transactions in unlisted

options and clears and carries its trading accounts with registered clearing partner

The financial statements are prepared on basis consistent with accounting principles generally accepted

in the United States of America The following is summary of the Companys significant accounting

policies

Accounting policies The Company follows accounting standards established by the Financial

Accounting Standards Board the FASB to ensure consistent reporting of financial condition results of

operations and cash flows References to Generally Accepted Accounting Principles GAAP in these

footnotes are to the FASB Accounting Standards Codifications sometimes referred to as the

Codification or ASC

Use of estimates The preparation of financial statements in conformity with GAAP requires

management to make estimates and assumptions that affect the reported amounts of assets liabilities

and disclosure of contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenue and expenses during the reporting period Actual results could differ from those

estimates

Securities transactions Proprietary securities transactions are recorded on the trade-date basis as if

they had settled Profits and losses arising from all proprietary trading activities are recorded on the

trade-date basis with unrealized gains and losses reflected in proprietary trading revenue

The Company recognizes interest on securities owned and securities sold not yet purchased on an

accrual basis and dividend income is recognized on the ex-dividend date The Company accounts for its

secured financing activities on an accrual basis with related interest recorded as applicable

Amounts receivable and payable for securities transactions that have not reached their contractual

settlement date are recorded net on the statement of financial condition

Income taxes As limited liability company the Company is not subject to federal income taxes The

Companys member separately accounts for its pro rata share of the Companys items of income

deductions losses and credits Therefore these financial statements do not include any provision for

Federal income taxes FASB Accounting Standards Codification Topic 740 Income Taxes provides

guidance for how uncertain tax positions should be recognized measured disclosed and presented in the

financial statements This requires the evaluation of tax positions taken or expected to be taken in the



JAG Trading L.L.C

Delaware limited liability company

Notes to the Financial Statements

December31 2011

Note Nature of Business and Significant Accounting Policies Continued

the course of preparing the Companys tax returns to determine whether the tax positions are more

likely-than-not of being sustained when Challenged or when examined by the applicable tax

authority Tax positions not deemed to meet the more-than-likely-than threshold would be recoded as

tax expense and liability in the current year The Company is generally not subject to examination by

U.S Federal and State tax authorities for tax years before 2008 For the year ended December 31 2011

management has determined that there are no material uncertain tax positions

Note Receivable from Clearing Brokers

The Company clears its proprietary transactions through other broker-dealers Receivables from clearing

brokers consist of cash and other amounts due to the Company from proprietary
transactions

Note Fair Value of Financial Instruments

ASC 820 defines fair value establishes framework for measuring fair value and establishes fair value

hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that would be

received to sell an asset or paid to transfer liability in an orderly transaction between market participants

at the measurement date fair value measurement assumes that the transaction to sell the asset or

transfer the liability occurs in the principal market for the asset or liability or in the absence of principal

market the most advantageous market Valuation techniques that are consistent with the market income

or cost approach as specified by ASC 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value

into three broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or liability

the Company has the ability to access

Level inputs are inputs other than quoted prices included within Level that are observable

for the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability
and rely on managements own

assumptions about the assumptions that market participants
would use in pricing the asset or

liability

In certain cases the inputs used to measure fair value may fall into different levels of the fair value

hierarchy In such cases an investments level within the fair value hierarchy is based on the lowest level

of input that is significant to the fair value measurement The Companys assessment of the significance

of particular inputs to the fair value measurement in its entirety requires judgment and considers factors

specific to the investment The following section describes the valuation techniques used by the

Company to measure different financial instruments at fair value an includes the level with in the fair

value hierarchy in which the financial instrument is categorized

Equity Securities equity options futures options on futures and exchange-traded funds are recorded at

fair value based on quoted market prices which are generally the exchange settlement prices These

financial instruments are classified as Level in the fair value hierarchy The Company valued their

liquid assets and liabilities on the Level inputs for quoted prices in active markets



JAG Trading L.L.C

Delaware limited liability company

Notes to the Financial Statements

December 31 2011

Note Fair Value of Financial Instruments Continued

Fair Value Measurements Using

Quoted Prices Signifigant Other Significant

Active Markets Observable Unobeservable

for Identical
Asset Inputs Inputs

Levell Level2 Level3

Assets

Securities owned

Equity Options

Equity Securities

Options of futures contracts

Receivable from clearing broker

Open trade equity futures _____________________________________________

Securities sold net yet purchased

Equity Options

Equity Securities

Options of futures contracts ____________________________________________________

Note Clearing Agreement

The Company has joint back office JBO clearing agreement with Goldman Sachs Execution

Clearing LP The agreement allows JBO participants to receive favorable margin treatment as compared

to regular customer As part of the agreement the Company has invested 10000 in preferred interest in

Goldman Sachs Execution Clearing LP The Companys interest in Goldman is reflected as preferred

stock on the balance sheet Under the rules of the Chicago Stock Exchange the Company is required to

maintain minimum net liquidly trading value of million in Goldman Sachs Clearing LLC and is

exclusive of the preferred stock value of $10000

Total

666830

160284062

12924450

666830$

160284062

12924450

Liabilities

173875342 173875342

2163815

148939052

2163815

148939052

151102867 151102867 $0 $0



JAG Trading L.L.C

Delaware limited liability company

Notes to the Financial Statements

December 31 2011

Note Derivative Financial Instruments Guarantees and Concentrations of Credit Risk

In the normal course of business the Company enters into transactions in financial instruments with

varying degrees of market and credit risk These financial instruments consist primarily of equity

securities and their derivatives as sell as interest rate securities and their derivatives Derivatives include

options on equities and indices as well as financial futures contracts and related options thereon Trading

of these financial instruments is conducted on securities and futures exchanges throughout the United

States Settlement of these transactions takes place in the United States through clearing brokers utilized

by the Company These instruments involve elements of market and credit risk that may exceed the

amounts reflected in the statement of financial condition

Various factors affect the market risk of these transactions among them are the size and composition of

the positions held the absolute and relative levels of interest rates and market volatility Also the time

period in which options may be exercised the market value of the underlying instrument and the exercise

price affect market risk The most significant factor influencing the Companys overall exposure to

market risk is its use of hedging strategies

Equity derivatives held such as options on common stock or financial futures contracts may provide the

Company with the opportunity to deliver or to take delivery of specified securities or financial futures

contracts at contracted price Options written on common stock or financial contracts may obligate the

Company to deliver or to take delivery of securities or specified financial futures contracts at contracted

price in the event the option is exercised by the holder and may result in market risk not reflected in the

statement of financial condition to the extent that the Company is obligated to purchase or sell the

underlying securities or financial futures contracts in the open market To minimize these risks the

Company may hold or sell short the underlying instrument which can be used to settle these transactions

Securities sold not yet purchased represent obligations of the Company to deliver specific securities and

thereby create liability to purchase the securities in the open market at prevailing prices These

transactions may result in market risk not reflected in the statement of financial condition as the

Companys ultimate obligation to satisfy its obligation for trading liabilities may exceed the amount

reflected in the statement of financial condition To minimize risk the Company generally holds equity

securities or financial futures contracts which can be used to settle these obligations

Since the Company does not clear its own securities and futures transactions it has established accounts

with clearing brokers for this purpose This can and often does result in concentration of credit risk with

these firms Such risk however is mitigated by each clearing brokers obligation to comply with rules

and regulations of the Securities and Exchange Commission SEC and the Commodity Futures Trading

Commission CFTC

The Company maintains its cash deposits with financial institution On occasion these deposits may

exceed the maximum insurance level provided by the Federal Deposit Insurance Corporation



JAG Trading L.L.C

Delaware limited liability company

Notes to the Financial Statements

December 31 2011

Note Derivative Instruments and Hedging Activities

The Companys derivative activities are limited to the trading of futures index options equity options

and options on futures As market maker and liquidity provider in various markets the Companys

activities employ variety of trading strategies such that the notional value of open derivative positions is

not representative of the risk in the outstanding derivatives contract The Company may also employ

arbitrage trading strategies The Companys market risk exposure is minimal through the year or neutral

as to value at risk as the open derivatives positions have corresponding offsets in the other non-derivative

instruments

These derivative contracts are recorded on the statement of financial condition as assets or liabilities

measured at fair value or receivables from clearing broker The Company does not consider any

derivative instruments to be hedging instruments as those terms are generally understood

AS of December 31 2011 and for the year then ended the Companys derivative activities had the

following impact on the statement of financial condition and the statement of operations

Gross Asset Gross Liability

Derivatives Derivatives

ar Fair Value ar Fair Value

Contract Type December 31 2011 December 31 2011

Equity Options 666830 2163815

Total ar fair value 666830 2163815

Note Indemnifications

In the normal course of its business the Company indemnifies and guarantees certain service providers

such as clearing brokers against specified potential losses in connection with their acting as an agent of or

providing services to the Company The maximum potential amount of future payments that the

Company could be required to make under these indemnifications cannot be estimated However the

Company believes that it is unlikely it will have to make material payments under these arrangements and

has not recorded any contingent liability in the financial statements for these indemnifications

10



JAG Trading L.L.C

Delaware limited liability company

Notes to the Financial Statements

December 31 2011

Note Indemnifications Continued

Additionally the Company enters into contracts and agreements that contain variety of representation

and warranties and which provide general indemnifications The Companys maximum exposure under

these arrangements is unknown as this would involve future claims that may be made against the

Company that have not yet occurred The Company expects the risk of any future obligation under these

indemnifications to be remote

Note Regulatory Requirements

The Company is subject to the SEC Uniform Net Capital
Rule Rule 15c3-1 which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital

both as defined shall not exceed 15 to and the rule of the applicable exchange also provides that equity

capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to

Under this rule the Company is required to maintain minimum net capital equivalent to $100000

or 2/3% of aggregate indebtedness whichever is greater as these terms are defined At December 31

2011 the Company had net capital of $14563269 which was $14463269 in excess of its required net

capital

Note Subsequent events

Management has evaluated subsequent events through February 18 2012 the date the financial

statements were issued There were no subsequent events

11



JAGTrading L.LC

Computation of Net Capital

Under Rule 15c3-1 of the Securities and Exchange Commission

December31 2011 ______________________________
Schedule

Net Capital

LMembers equity for net capital

Less

Non-allowable assets

haircuts on securities

Unde concentration charges

Net Capital

Total Aggregate indebtedness

$22884247

10252

7742940

567786

$14563269

$10000

Coiputation of basic net capital

Minimum net capital required 2/3% of aggregate indebte dness

Minimum dollar net capital required

Net capital require greater ofa orb
Escess net capital net capital less net capital requirement

Escess net capital at 1000% net capital less 10% of

aggreate indebtedness

rRatio Aggregate indebtedness to net capital

The above information is in agreement in all material respects with the unaudited Focus Report

Part II filed by JAG Trading L.L.C on January 25 2012

12

$667

$100000

$100000

$14463269

$14562602

0.07%



JAG Trading L.L.C

Computation for Determination of Reserve Requirements and Information

To Possession or Control Requirements under SEC Rule 15c3-3

December 31 2011 Schedule II

JAG Trading L.L.C is exempt from Rule 5c3-3 as it does not transact business in securities with or

for other than members of national securities exchange and does not cany margin amounts credit

balances or securities for any person defined as customer pursuant to Rule 7a-5c4 Accordingly

there are no amounts reportable under these sections

13



Robert Cooper Company CPA PC
141 Jackson Blvd Suite 3100

Chicago Illinois 60604

312-322-2238

Facsimile 312-698-8722

Independent Auditors Report on Internal Control Structure

To the Member of JAG Trading L.L.C

In planning and performing our audit of the financial statements of JAG Trading L.L.C the Company
as of and for the year ended December 31 2011 in accordance with auditing standards generally

accepted in the United States of America we considered the Companys internal control over financial

reporting as basis for designing our auditing procedures for the purpose of expressing our opinion on the

effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission the Commission

we have made study of the practices
and procedures including tests of compliance with such practices

and procedures followed by the Company that we considered relevant to the objectives stated in rule 7a-

5g1 in making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under rule 7a-3a 11 and the reserve required by rule 5c3-3 Because the Company does not

carry
securities accounts for customers or perform custodial functions relating to customer securities we

did not review the practices and procedures followed by the Company in any of the following

in making the quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 13

in complying with the requirements for prompt payment for securities under section of

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an internal control

structure and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected benefits and

related costs of internal control structure policies and procedures and of the practices and procedures

referred to in the preceding paragraph and to assess whether those practices
and procedures can be

expected to achieve the Commissions above-mentioned objectives Two of the objectives of an internal

control structure and the practices and procedures are to provide the owner with reasonable but not

absolute assurance that assets for which the Company has responsibility are safeguarded against loss

from unauthorized use or disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit preparation of financial statements in conformity with

generally accepted accounting principles Rule 7a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

Because of inherent limitations in any internal control structure or the practices and procedures referred to

above errors or irregularities may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in conditions

or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report
financial data reliably in accordance with generally accepted accounting principles such that there

is more than remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential
will not be prevented or detected by the entitys internal control

14



JAG Trading L.L.C

February 18 2012

Page

material weakness is significant deficiency or combination of significant deficiencies in internal control such

that there is reasonable possibility that material misstatement of the financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of the internal control structure was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined previously

We understand that practices
and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the Commission to be adequate for its purposes in accordance

with the Securities Commission Exchange Act of 1934 and related regulations and that practices and

procedures that do not accomplish such objectives in all material respects indicate material inadequacy

for such purposes Based on this understanding and on our study we believe that the Companys

practices and procedures were adequate at December 31 2011 to meet the Commissions objectives

This report is intended solely for the use of management the Commission the Chicago Board Options

Exchange and other regulatory agencies which rely on Rule 7a-5g under the Securities Exchange Act

of 1934 and sh ld not be used for any other purpose

Robert Cooper and Company CPAs P.C

Chicago Illinois

February 18 2012

15



OATH OR AFFIRMATION

REGARDING ACCURACYAND COMPLETENESS

OF FINANCIAL STATEMENTS FOR NICO SECURITIES LLC

THE YEAR ENDiNG DECEMBER 31 2011

To the best of my knowledge and belief the information contained herein is accurate and complete

Mr Craig Bauer

Managing Member JAG Trading L.L.C

16



Robert Cooper Company CPA PC

141 Jackson Blvd Suite 3100

Chicago Illinois 60604

312-322-2238

Facsimile 312-698-8722

Independent Auditors Report on SIPC

To the Member of JAG Trading L.L.C

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments to

the Securities Investor Protection Corporation SIPC for the year ending December 31 2011 which were

agreed to by JAG Trading L.L.C and the Securities and Exchange Commission SIPC and the Chicago

Board Options Exchange solely to assist you and the other specific parties in evaluating JAG Trading

L.L.C.s compliance with the applicable instructions for the Transitional Assessment Reconciliation

Form STPC- JAG Trading L.L.C.s management is responsible for JAG Trading L.L.C.s

compliance with those requirements This agreed-upon procedures engagement was conducted in

accordance with attestation standards established by the American Institute of Certified Public

Accountants The sufficiency of these procedures is solely the responsibility of those parties specified in

the report Consequently we make no representation regarding other sufficiency of the procedures

described below either for the purpose for which this report has been requested or for any other purpose

The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records

noting no differences

Compared the total revenue amounts of the audited Form X- 7A-5 for the year ended December 31 2011

as applicable with the amount reported in Form SIPC-7 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers noting

no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules

and working papers supporting any adjustments noting no differences

Compared the amount of any overpayment applied to the current assessment with the Form SIPC- on

which it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective
of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties
listed above and is not

intended to be hould not be used by anyone other than these specified parties

Robert Cooper Company CPAs P.C

Chicago Illinois

Februaryl82012

17



JAG Trading L.L.C

SIPC Assessment Worksheet

For the year ended December 31 2011

SIPC-7

GeneralAssessment $11275

9498Less July 2012 payment made with SIPC

Assess Balance Due $1777

Total

Additions

Deductions

Total Deductions 15300295

SIPC Operating Revenue 4510031

General Assessment 0.0025 $11275

Determination of SIPC Net Operating Revenues

Revenue 19810326

Commodity losses

Total Additions

Commissions floor brokerage

clearance paid to other SIPC Members

Interest expense

412098
14888197

18


